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Mr.  Nix,  from  the  Committee  on  Post  Office  and  Civil  Service, 
submitted  the  following 

REPORT 

[To  accompany  H.R.  9346] 

The  Committee  on  Post  Office  and  Civil  Service,  to  whom  was  re- 
ferred the  bill  (H.R.  9346)  to  amend  the  Social  Security  Act  and  the 
Internal  Revenue  Code  of  1954  to  strengthen  the  financing  of  the 
social  security  system,  to  reduce  the  effect  of  wage  and  price  fluctuation 
on  the  system's  benefit  structure,  to  provide  coverage  under  the  sys- 
tem for  officers  and  employees  of  the  United  States,  of  the  State  and 
local  governments,  and  of  nonprofit  organizations,  to  increase  the  earn- 
ings limitation,  to  eliminate  certain  gender-based  distinctions  and 
provide  for  a  study  of  proposals  to  eliminate  dependency  and  sex  dis- 
crimination from  the  social  security  program,  and  for  other  purposes, 
having  considered  the  same,  report  favorably  thereon  with  amend- 
ments and  recommend  that  the  bill  as  amended  do  pass. 

The  amendments  are  as  follows : 

Page  164,  strike  out  line  20  and  all  that  follows  down  through 
line  3  on  page  168  and  insert  in  lieu  thereof  the  following : 

STUDY  CONCERNING  MANDATORY  COVERAGE  OF  FEDERAL 
EMPLOYEES 

Sec.  301.  (a)  As  soon  as  possible  after  the  date  of  the 
enactment  of  this  Act,  the  Chairman  of  the  Civil  Service 
Commission,  the  Secretaries  of  the  Treasury  and  Health, 
Education,  and  Welfare,  and  the  Director  of  the  Office  of 
Management  and  Budget,  shall  jointly  undertake  and  carry 
out  a  detailed  study  with  respect  to  coverage  of  Federal 
employees  within  the  old-age,  survivors,  and  disability  insur- 
ance system. 

(b)'The  study  to  be  undertaken  under  subsection  (a)  shall 
include —  ^ — . 
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(1)  a  review  of  the  methods  by  which  full  coverage  of 
Federal  employees  within  the  old-age,  survivors,  and 
disability  insurance  system  could  be  attained ; 

(2)  an  analysis  of  the  adjustments  to  such  system  (as 
well  as  to  the  civil  service  retirement  and  disability  sys- 
tem and  other  Federal  employee  retirement  systems  in- 
volved, including  the  foreign  service,  judiciary,  Central 
Intelligence  Agency,  and  District  of  Columbia  retirement 
systems)  which  are  necessary  under  each  such  method 
to  provide  such  coverage,  particularly — 

(A)  adjustments  in  age,  service,  and  other  eli- 
gibility requirements ;  and 

(B)  adjustments  in  the  nature  and  level  of  disa- 
bility, death,  and  survivor  benefits  (taking  into  ac- 
count any  related  factors,  such  as  the  taxability  of 
such  benefits) ; 

(3)  a  comparison  of  the  financial  aspects  of  each  such 
method,  particularly — 

(A)  the  adjustments  required  by  each  such  method 
in  the  contributions  by  Federal  employees,  the  Gov- 
ernment (whether  by  specific  contribution  or  by 
appropriation),  and  others  involved; 

(B)  the  adjustments  required  by  each  such  method 
in  the  manner  in  which  benefits  are  financed  under 
the  retirement  systems  involved ;  and 

(C)  the  effects  of  each  such  method  on  the  solvency 
of  the  retirement  systems  involved ; 

(4)  the  effects  of  each  such  method  of  coverage  on — 

(A)  recruitment  and  retention  of  Federal  employ- 
ees; 

(B)  other  emplovee  benefits  (such  as  health  bene- 
fits coverage  provided  for  civil  service  annuitants)  ; 
and 

(C)  Federal.  State,  and  local  income  tax  systems; 

(5)  a  review  of  the  methods  by  which  partial  coverage 
of  Federal  employees  within  the  old-age,  survivors,  and 
disability  insurance  system  could  be  attained,  together 
with  consideration  of  the  factors  described  in  paragraphs 
(2) ,  (3) ,  and  (4)  as  they  would  relate  to  such  partial  cov- 
erage ;  and 

(6)  alternatives  to  providing  coverage  of  Federal  em- 
ployees within  the  old-age,  survivors,  and  disability  in- 
surance system  which  would  improve  the  solvency  of  the 
old-age,  survivors,  and  disability  insurance  system. 

In  connection  with  such  study,  interested  parties,  including 
Federal  employee  organizations,  associations  of  retired  Fed- 
eral employees,  and  heads  of  agencies  administering  Federal 
employee  retirement  systems,  shall  be  allowed  to  submit  views, 
arguments,  and  data. 

(c)  Upon  the  completion  of  the  study  under  subsection  (a) 
and  in  any  event  no  later  than  2  years  after  the  date  of  the 
enactment  of  this  Act,  the  Chairman  of  the  Civil  Service  Com- 
mission, the  Secretaries  of  the  Treasury  and  Health,  Educa- 
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tion,  and  Welfare,  and  the  Director  of  the  Office  of  Manage- 
ment and  Budget  shall  submit  to  the  President  and  to  the 
appropriate  committees  of  each  House  of  the  Congress  a  joint 
report  on  the  results  of  such  study  together  with  their  recom- 
mendations. Any  such  recommendation  which  includes  adjust- 
ments of  existing  statutes  shall  be  accompanied  with  draft 
legislation  accomplishing  such  adjustments. 

(d)  With  respect  to  Federal  employees  under  the  Federal 
employee  retirement  systems,  the  study  and  the  report  under 
this  section  shall  include  at  least  one  method  of  coverage  of 
such  employees  within  the  old-age,  survivors,  and  disability 
insurance  system  which  provides — 

(1)  that  the  benefits  available  to  such  Federal  employ- 
ees would  not  be  less  favorable  than  the  benefits  which 
are  then  currently  available  to  such  employees  under  the 
Federal  employee  retirement  systems ;  and 

(2)  that  the  contributions  required  of  such  Federal 
employees  would  not  be  greater  than  the  contributions 
which  are  then  currently  required  of  such  employees  un- 
der the  Federal  employee  retirement  systems. 

(e)  For  purposes  of  this  section,  the  term  "Federal  em- 
ployee" means — 

(1)  an  employee,  as  defined  in  section  2105  of  title  5, 
United  States  Code ; 

(2)  an  officer  or  employee  of  the  United  States  Postal 
Service  or  of  the  Postal  Rate  Commission ;  and 

(3)  any  other  individual  in  the  employ  of  the  United 
States  or  any  instrumentality  of  the  United  States. 

Page  175,  line  4,  strike  out  "Federal,  State,"  and  insert  "State". 

Page  175,  line  11,  strike  out  "Federal,  State"  and  insert  "State". 

Page  175  strike  out  line  15  and  all  that  follows  down  through  line  23. 

Page  175,  line  24,  strike  out  "(2)  (A)"  and  insert  "(1)  (A)". 

Page  176,  line  9,  strike  out "  (3)  (A) "  and  insert "  (2)  (A) ". 

Page  176,  beginning  on  line  21,  strike  out  "paragraph  (1),  (2),  or 
(3) "  and  insert  in  lieu  thereof  "paragraph  (1)  or  (2) ". 

Page  188,  beginning  on  line  21,  strike  out  "redesignating  paragraphs 
(8)  through  (20)  as  paragraphs  (5)  through  (17)"  and  insert  "re- 
designating paragraphs  (7)  through  (20)  as  paragraphs  (5)  through 
(18)". 

Page  189,  line  2,  strike  out  "210(a)  (6)"  and  insert  "210(a)  (7)". 
Page  189,  line  5,  strike  out  "paragraph  (6)"  and  insert  "paragraph 

(7)  ". 

Page  189,  line  9,  strike  out  "210(a)  (11)  (B)"  and  insert  "210(a) 
(12)  (B)". 

Page  189,  line  12,  strike  out  "210(a)  (13)"  and  insert  "210(a)  (14)". 
Page  189,  line  15,  strike  out  "210(a)(8),  (9)  or  (12)"  and  insert 
"210(a)(9),  (10),  or  (13)." 
Page  189,  line  18,  strike  out  "210(a)  (17)"  and  insert  "210(a)  (13)". 
Page  189,  beginning  on  line  22,  strike  out  "redesignating  paragraphs 

(8)  through  (20)  as  paragraphs  (5)  through  (17)"  and  insert  "re- 
designating paragraphs  (7)  through  (20)  as  paragraphs  (5)  through 
(18)". 
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Page  190,  line  5,  strike  out  "3121(b)  (11)  (B)"  and  insert  "3121(b) 
(12)(B)'\ 

Page  190,  line  8,  strike  out  "3121  (b)  (13) "  and  insert  "3121  (b)  (14) ". 

Page  190,  line  11,  strike  out  "3121(b)  (8),  (9)  or  (12)"  and  insert 
"3121(b)(9),  (10),  or  (13)". 

Page  190,  line  14,  strike  out  "3121(b)  (17)"  and  insert  "3121(b) 
(18)". 

Page  190,  line  18.  strike  out  "(b)  (6)"  and  insert  "(b)  (7)". 

Page  190,  beginning  in  line  22,  strike  out  "(b)  (5)'  and  'section  210 
(a)  (5)"  and  insert  "(b)  (6)'  and  'section  210(a)  (6)". 

Page  191,  beginning  in  line  2,  strike  out  "3121(b)  (6)"  and  insert 
"3121(b)  (7)". 

Page  191,  line  7,  strike  out  "210(a)  (6)"  and  insert  "210(a)  (7)". 
Summary  of  Committee  Amendments 

The  committee  amendment  strikes  out  those  provisions  of  H.R.  9346, 
as  reported  by  the  Committee  on  Ways  and  Means,  which  require 
mandatory  social  security  coverage  for  Federal  employees,  and  those 
provisions  which  relate  to  a  study  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare. 

Instead,  the  committee  amendment  provides  for  a  joint  study  by  the 
Chairman  of  the  Civil  Service  Commission  and  the  Secretary  of 
Health,  Education,  and  Welfare  (the  agencies  which  administer  the 
two  systems  primarily  affected)  and,  in  addition,  the  Secretary  of, 
Treasury  and  Director  of  OMB.  The  study  is  required  to  be  com- 
pleted not  later  than  2  years  after  the  date  of  enactment  of  H.R.  9346, 
and  the  Chairman,  the  Director,  and  the  Secretaries,  are  required  to 
consider  the  views  of  interested  parties,  including  Federal  organiza- 
tions, associations  of  retired  Federal  employees,  and  heads  of  agencies 
administering  Federal  retirement  systems,  for  example,  CIA,  Secre- 
tary of  State. 

The  amendment  details  specific  issues  which  must  be  considered,  in- 
cluding alternative  financing  methods  (particularly,  necessary  adjust- 
ments in  contribution  rates  by  the  Government,  employees,  and  others, 
and  the  costs  of  various  alternatives)  ;  alternative  methods  of  provid- 
ing coverage ;  the  effect  on  solvency  of  the  various  systems  affected ;  and 
the  effects  on  Federal,  State,  and  local  income  tax  systems. 

The  amendment  requires  that  the  report  must  include  at  leasf  one 
alternative  which  provides  that  Federal  employees'  benefits  will  not 
be  reduced  and  contributions  will  not  be  increased. 

Finally,  the  amendment  makes  necessary  conforming  changes  in 
other  sections  of  the  bill. 

A  detailed  explanation  of  the  committee  amendment  is  set  forth 
below  under  the  heading  "Analysis  of  Committee  Amendment". 

Committee  Action 

On  October  13, 1977,  the  Committee  on  Post  Office  and  Civil  Service 
ordered  H.R.  9346  reported  to  the  House,  with  an  amendment,  by  a 
unanimous  voice  vote. 

The  committee  amendment  was  adopted  by  a  record  vote  of  25-0. 
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Sequential  Referral 

H.R.  9346,  the  "Social  Security  Financing  Amendments  of  1977", 
was  introduced  on  September  27,  1977,  and  was  referred  solely  to  the 
Committee  on  Ways  and  Means.  An  earlier  version  of  the  Social  Secu- 
rity Financing  Amendments,  H.R.  8218,  had  been  considered  by  the 
Subcommittee  on  Social  Security  of  the  Committee  on  Ways  and 
Means.  H.R.  8218,  as  introduced,  did  not  contain  provisions  relating  to 
social  security  coverage  for  Federal  employees. 

During  its  markup  of  H.R,  8218,  the  Subcommittee  on  Social  Secu- 
rity adopted  a  provision  to  require  mandatory  social  security  coverage 
for  Federal  employees  beginning  in  1980.  This  provision  was  included 
as  section  301  of  a  clean  bill,  H.R.  9346,  which  the  subcommittee  on 
September  23, 1977,  approved  for  consideration  by  the  full  Committee 
on  Ways  and  Means. 

Under  clause  l(o)  of  House  Rule  X,  the  Committee  on  Post  Office 
and  Civil  Service  has  jurisdiction  over  all  matters  relating  to  the 
"status  of  officers  and  employees  of  the  United  States  including  their 
compensation,  classification,  and  retirement".  Accordingly,  by  letter 
dated  September  29,  1977,  Chairman  Robert  N.  C.  Nix  advised  Chair- 
man Al  Ullman  of  the  Committee  on  Ways  and  Means  of  this  com- 
mittee's concern  with  respect  to  the  provisions  of  H.R,  9346  relating 
to  Federal  employees  and  detailed  several  specific  objections  of  the 
committee.  Subsequently,  during  markup  by  the  full  Ways  and  Means 
Committee,  an  amendment  was  adopted  changing  the  effective  date  of 
mandatory  coverage  for  Federal  employees  from  1980  to  1982,  and 
requiring  that  a  study  be  conducted  by  the  Secretary  of  HEW  to  deter- 
mine the  method  by  which  such  coverage  would  be  attained. 

On  October  4,  1977,  Chairman  Nix  formally  advised  the  Speaker 
of  the  committee's  concern  with  section  301  of  H.R.  9346,  expressed  his 
views  with  respect  to  this  committee's  jurisdiction  over  such  matters, 
and  requested  that  H.R.  9346  be  sequentially  referred  to  this  commit- 
tee. On  October  5,  1977,  following  a  meeting  of  the  caucus  of  the 
Democratic  members  of  the  Committee  on  Post  Office  and  Civil  Serv- 
ice, Chairman  Nix  again  wrote  to  the  Speaker  regarding  the  commit- 
tee's concern  with  section  301  and  requested  sequential  referral.  The 
October  5  letter  was  cosigned  by  22  of  the  remaining  24  members  of 
the  committee. 

On  October  12,  the  Committee  on  Ways  and  Means  reported  H.R, 
9346,  and  the  bill  was  sequentially  referred  by  the  Speaker  to  the 
Committee  on  Post  Office  and  Civil  Service  for  a  period  ending  no 
later  than  October  17, 1977.  As  noted  above,  under  the  heading  "Com- 
mittee Action",  this  committee  ordered  H.R.  9346  reported  to  the 
House,  with  an  amendment,  on  October  13, 1977. 

Statement 

The  committee  unanimously  recommends  against  approval,  at  this 
time,  of  mandatory  coverage  under  the  Social  Security  Act  for  Fed- 
eral employees. 

At  the  outset  we  wish  to  emphasize  that  our  opposition  is  not  based 
on  the  judgment  that  such  social  security  coverage  is  not  proper,  desir- 
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able  and  equitable,  but  on  the  grounds  that  the  precipitous  action 
taken  by  the  committee  on  ways  and  means,  which  seeks  to  cure,  may, 
in  fact,  complicate  the  myriad  problems  presently  troubling  the  Social 
Security  System.  Further,  such  mandatory  coverage  may  have  an 
adverse  and  detrimental  effect  on  the  various  financially  sound  retire- 
ment systems  for  Federal  civilian  employees. 

We  seriously  doubt  that  any  one  is  of  the  opinion  that  Federal  em- 
ployees should  be  included  under  the  Social  Security  System  regard- 
less of  whether  a  plan,  fair  and  equitable  to  all  parties,  can  be 
developed  and  subsequently  implemented. 

Simply  stated,  extending  mandatory  coverage,  at  this  time,  without 
assurance  that  it  is  workable,  is  putting  the  cart  before  the  horse. 

Issues  to  be  considered 

The  issues  to  be  addressed  and  considered  before  a  rational  judg- 
ment can  be  made  on  the  question  of  extending  social  security  coverage 
to  Federal  employees  include  the  following : 

The  financial  problems  of  the  Social  Security  Fund  may  not  be 
resolved  by  integrating  the  civil  service  retirement  system  with  social 
security.  The  fiscal  ramifications  of  integrating  the  Civil  Service  Re- 
tirement System  with  social  security  are  comp-ex  and  must  be  studied 
thoroughly  before  such  a  move  is  taken.  Integration  could  result  in 
greater  costs  to  the  Government,  unless  present  benefits  available  to 
Federal  employees  under  both  systems  are  reduced.  Apparently,  this 
latter  condition  has  been  rejected  by  the  Committee  on  Ways  and 
Means  when  it  states  in  its  report  on  H.R.  9346: 

The  bill  directs  the  Secretary  of  Health,  Education,  and 
Welfare  to  conduct  a  study  with  the  Civil  Service  Commis- 
sion to  make  recommendations  for  coordinating  benefits  and 
costs  of  the  OASDI  and  Civil  Service  Retirement  programs 
in  such  a  way  that  Federa1  workers  will  be  no  worse  off  so  far 
as  costs  and  benefits  are  concerned  compared  to  their  treat- 
ment under  present  law. 

There  are  12  principle  retirement  systems  for  Federal  employees  of 
which  the  civil  service  system  is  by  far  the  largest.  The  Foreign  Serv- 
ice, the  Central  Intelligence  Agency,  and  other  agencies  have  separate 
retirement  systems.  Each  of  these  systems  should  be  carefully  exam- 
ined to  determine  how  they  should  be  restructured  if  social  security  is 
extended  to  the  employees  now  subject  to  each  system. 

To  cover  Federal  employees  under  social  security  without  adjusting 
their  coverage  under  civil  service  retirement  or  another  retirement 
system  for  Federal  employees  would  result  in  both  employees  and 
the  Government  having  to  contribute  a  substantial  amount  to  both 
systems.  Dual  payments  into  both  systems  by  both  employees  and 
Government  would  discourage  employees,  particularly  at  the  lower 
grades,  and  limit  the  Government's  ability  to  attract  employees  in 
the  labor  market. 

How  is  integration  to  be  accomplished?  There  are  at  least  five 
basic  alternatives : 

(1)  Offset  existing  civil  service  retirement  annuity  when  an- 
nuitant becomes  eligible  for  social  security  benefits,  like  many 
private  pension  plans  do. 
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(2)  Restructure  civil  service  retirement  as  an  add-on  to  the 
social  security  benefits. 

(3)  Create  a  two  tier,  dual  payment  system,  as  was  done  with 
the  railroad  retirement  system. 

(4)  Leave  present  system  intact  for  present  employees  and  ex- 
tend mandatory  social  security  coverage  Only  to  new  employees. 

(5)  Eliminate  civil  service  retirement  for  new  employees,  and 
contribute  to  their  participation  in  Individual  Retirement  Ac- 
counts instead. 

How  will  civil  service  retirement  benefits  be  financed  after  integra- 
tion ?  Once  social  security  contributions  reach  7.45  percent  as  proposed 
for  1990,  will  it  be  practically  possible  to  require  that  an  additional 
percentage  be  withheld  from  an  employee's  pay  to  finance  civil  service 
retirement  benefits  ?  Or,  will  it  become  necessary  for  the  Government 
to  assume  the  full  cost  of  financing  the  continuation  of  the  civil 
service  retirement  system  ? 

Technical  problems  in  extending  social  security  to  cover  Federal 
employees  abound.  For  instance : 

Persons  who  are  eligible  for  social  security  are  also  usually  eligible 
for  medicare.  Would  Federal  employees  become  eligible  for  medicare  ? 
If  so,  the  Federal  Employees'  Health  Benefits  program  would  have 
to  offer  a  medicare  supplement  plan  for  all  retirees,  and  for  employees 
at  age  65. 

Federal  employees  are  eligible  for  workers  compensation  benefits 
from  the  Office  of  Workers  Compensation,  Department  of  Labor.  If 
Federal  employees  are  brought  under  social  security,  which  has  differ- 
ing disability  benefits  than  civil  service  retirement,  would  Federal 
employee  eligibility  for  compensation  benefits  have  to  be  modified? 

Civil  service  retirement  benefits  are  subject  to  Federal  income  tax, 
while  social  security  benefits  are  not.  Any  integration  of  benefits  under 
the  two  systems  is  likely  to  have  significant  tax  consequences  for  both 
employees  and  the  Government.  What  impact  would  this  have  on  the 
real  value  of  benefits  paid  to  former  employees  ? 

Social  security  contributions  may  not  be  refunded,  but  civil  service 
retirement  contributions  may  be  refunded.  Will  employees  continue  to 
be  able  to  withdraw  retirement  refunds  and  still  qualify  for  social 
security  ? 

Whaf  about  those  person?  who  have  already  acquired  a  "fully" 
insured  social  security  benefit  prior  to  becoming:  Federal  employees 
subiect  to  the  civil  service  retirement  system  ?  Will  they  lose  the  benefit 
which  they  have  already  earned  ? 

In  the  event  that  Federal  employees  are  still  eligible  to  retire  under 
current  provisions  of  the  civil  service  retirement  law  after  having  been 
covered  under  social  security,  would  the  annuity  be  treated  as  earn- 
ings for  the  purposes  of  the  earnings  limitation  under  social  security? 
If  so.  this  could  effectively  bar  anv  receipt  of  social  securitv  until  age 
72.  at  least. 

Numerous  administrative  problems  would  also  have  to  be  resolved 
before  civil  service  retirement  or  other  Federal  retirement  systems 
could  be  integrated  with  social  security.  The  record  keeping  systems 
differ.  Should  civil  sen- ice  retirement  continue  to  be  separately 
administered? 
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No  final  action  should  be  taken  by  the  House  on  the  question  of  man- 
datory social  security  coverage  for  Federal  employees  until  the  Con- 
gress has  answers  to  the  issues  and  questions  hereinbefore  presented. 

Further  questions  of  intent  raised 

In  the  brief  period  (5  days)  that  the  committee  has  had  to  consider 
H.K.  9346,  as  reported,  it  has  become  clear  that  the  precipitous  action 
by  the  Committee  on  Ways  and  Means  in  adopting  section  301  actually 
goes  far  beyond  the  intent  evidenced  by  that  section's  heading — "Cov- 
erage of  Federal  Employees". 

Section  301(a)  (1)  of  the  reported  bill  strikes  out  paragraphs  (5) 
and  (6)  of  section  210(a)  of  the  Social  Security  Act,  Currently,  these 
paragraphs  exclude  from  social  security  coverage  Federal  employees. 
Specifically,  paragraph  (6)  (A)  excludes  "service  performed  in  the 
employ  of  the  United  States,  if  such  service  is  covered  by  a  retirement 
system  established  by  a  law  of  the  United  States."  These  paragraphs, 
however,  also  exclude  numerous  other  types  of  "service  performed  in 
the  employ  of  the  United  States,"  types  of  service  which  it  may  or  may 
not  be  appropriate  to  bring  under  social  security  coverage. 

For  example,  if  section  301  is  enacted,  work  performed  in  a  Federal 
penal  institution  by  an  inmate  will  be  creditable  for  social  security 
purposes.  It  also  appears  that  inmates  would  be  eligible  to  receive 
credit  for  past  service  performed  while  serving  time  in  a  Federal  prison 
as  provided  in  section  304  of  the  bill  as  provided.  Presumably  then, 
an  individual  serving  a  life  term  will  begin  drawing  social  security 
benefits  at  age  62,  or  perhaps  age  65,  and  receive  retroactive  quarter-of- 
coverage  credit  for  prior  time  served. 

Section  301  of  the  bill,  as  reported  by  Ways  and  Means,  would  also 
bring  under  social  security  the  President,  the  Vice  President,  and 
Members  of  Congress,  all  of  whom  are  now  excluded  under  paragraph 
(6)  (C)  (i)  of  section  210(a)  of  the  Social  Security  Act.  More  impor- 
tantly, section  301  apparently  would  bring  Federal  judges  under  social 
security,  and  it  is  arguable  that  such  an  action  would  constitute  an 
unconstitutional  reduction  in  pay  for  sitting  judges  within  the  mean- 
ing of  section  1  of  Article  III  of  the  Constitution  which  provides : 

The  Judges,  both  of  the  supreme  and  inferior  Courts,  shall 
hold  their  Offices  during  good  Behaviour,  and  shall,  at  stated 
Times,  receive  for  their  Services,  a  Compensation,  which  shall 
not  he  diminished  during  their  Continuance  in  Of/ice. 

[Emphasis  added.] 

Perhaps  there  is  merit  for  providing  social  security  coverage,  mak- 
ing social  security  benefits  available  to  all  of  these  individuals  who 
have  not  had  them,  and  providing  credit  for  past  service  to  Federal 
employees,  Members  of  Congress,  judges,  the  President,  the  Vice  Pres- 
ident, and  all  the  other  individuals  who,  under  the  Ways  and  Means 
Committee  bill,  would  become  eligible  in  1982.  The  Committee,  how- 
ever, does  not  have  a  sufficient  record  on  which  to  make  a  decision  at 
this  time  with  respect  to  coverage  for  those  individuals  under  its  sole 
jurisdiction  (Federal  employees)  and  it  seriously  doubts  if  there  is 
sufficient  record  available  to  make  such  a  decision  at  this  time  with 
respect  to  other  individuals  who  will  be  brought  into  the  system  under 
the  bill,  as  reported. 
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The  report  of  the  Committee  on  Ways  and  Means  indicates  that 
sufficient  evidence  is  not  available  at  the  present  time  to  properly  deter- 
mine whether  social  security  coverage  for  these  various  groups  of  indi- 
viduals is  appropriate.  That  committee's  report  states  as  follows : 

Whether  coverage  should  be  extended  to  these  specifically 
excepted  groups  is  a  complex  question  which  your  Commis- 
sion (sic)  has  not  been  able  to  resolve  in  the  time  available. — 
(H.  Kept.  No.  95-702  Pt.  1,  95th  Cong.,  1st  Sess.  p.  34). 

Similarly,  that  committee  notes  that  although  it  has  in  the  past  di- 
rected studies  concerning  social  security  coverage  for  the  Federal  sec- 
tor and  that  such  studies  were  made  in  1960,  1965,  and  1972,  "none  of 
the  proposals  advanced  has  proved  acceptable  to  all  concerned'-  (H. 
Rept.  No.  95-702  Pt.  1,  supra,  p.  35). 

This  committee  in  the  brief  time  available  has  only  been  able  to 
quickly  review  the  hearings  held  by  the  Subcommittee  on  Social  Se- 
curity regarding  this  legislation.  Perhaps  a  good  case  can  be  made  for 
social  security  coverage  for  Federal  employees,  the  President,  the  Vice 
President,  Members  of  Congress,  legislative  employees,  inmates  of 
Federal  penal  institutions,  certain  student  employees  of  Federal  hos- 
pitals, and  temporary  emergency  employees.  Perhaps  a  good  case  can- 
not be  made  for  coverage  for  all  or  some  of  these  individuals.  In  any 
event,  this  committee  believes  that  the  issue  should  be  studied  before 
social  security  coverage  and  retroactive  quarter-of -coverage  credit  for 
these  different  groups  of  individuals  is  mandated. 

Previous  experience  on  similar  legislative  issue 

To  illustrate  the  complexity  of  the  proposition  to  integrate  the 
benefits  of  the  civil  service  retirement  system  with  those  of  the  social 
security  system,  it  might  be  helpful  to  review  a  similar  situation  con- 
cerning the  coordination  of  Medicare  and  the  Federal  Employees 
Health  Benefits  program. 

The  committee  believes  an  analogy  can  be  drawn  between  the  un- 
successful attempt  in  1972  to  mandate  coordination  of  Medicare  and 
the  Federal  Employees  Health  Benefits  program  without  the  benefit 
of  an  adequate  study  to  determine  the  feasibility  of  effecting  such  a 
change,  and  the  attempt  now  in  1977  to  integrate  the  benefits  of  the 
social  security  system  with  the  civil  service  retirement  system — the 
two  largest  retirement  systems  in  the  country — without  a  compre- 
hensive study  as  contemplated  by  our  committee  amendment. 

In  1972,  the  House  Committee  on  Ways  and  Means  adopted  an 
amendment  to  H.R.  1  (Public  Law  92-603,  Social  Security  Amend- 
ments) providing  that  as  of  January  1,  1975,  medicare  payments 
would  not  be  made  for  items  and  services  covered  under  a  bene- 
ficiary's Federal  Employees  Health  Benefits  Program  plan  unless, 
prior  to  that  date,  the  Federal  Employees  Health  Benefits  program 
was  modified  to  provide  plans  that  supplement  medicare  coverage. 
The  purpose  of  this  provision  was  to  focus  attention  on  the  need  to 
consider  improved  coordination  of  Medicare  and  the  Federal  Em- 
ployees Health  Benefits  program. 

In  the  interim  period  (Oct.  30, 1972  to  Jan.  1,  1975)  full  implemen- 
tation of  this  requirement  was  to  be  accomplished.  However,  in  1974, 
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because  of  the  lack  of  progress  toward  coordination,  the  effective  date 
was  extended  for  another  year  to  January  1, 1976  (Public  Law  93-480) . 
This  law  also  provided  for  a  joint  progress  report  by  the  Department 
of  Health,  Education,  and  Welfare  and  the  Civil  Service  Commission, 
to  be  submitted  no  later  than  March  1, 1975.  This  report,  submitted  on 
February  26,  1975,  along  with  the  recommendations  of  the  General 
Accounting  Office,  outlined  the  problems  of  meeting  the  requirements 
of  section  1862  (c)  of  Public  Law  92-603. 

In  the  report,  the  Department  of  Health,  Education,  and  Welfare 
and  the  Civil  Service  Commission  maintained  "that  the  modifications 
of  Federal  Employees  Health  Benefits  Program  in  accordance  with 
section  1862(c)  would  not  be  in  the  best  interests  of  dually  entitled 
Federal  Employees  Health  Benefits  and  medicare  beneficiaries,  and 
would  create  expensive  and  unnecessary  administrative  problems." 
The  reasons  for  this  conclusion  were  expressed  in  a  letter  to  Chairman 
David  Henderson,  House  Committee  on  Post  Office  and  Civil  Service, 
from  Secretary  Casper  Weinberger  of  the  Department  of  Health,  Edu- 
cation, and  Welfare  and  Chairman  Robert  Hampton  of  the  Civil 
Service  Commission,  as  follows : 

The  Civil  Service  Commission  actuarial  estimates  are  that 
if,  as  section  1862(c)  implies,  the  premiums  for  the  supple- 
mental plans  were  based  solely  on  the  health  experience  of 
the  aged  and  disabled  who  are  entitled  to  medicare,  rather 
than  on  the  health  experience  of  all  Federal  Employees 
Health  Benefits  enrollees,  a  Federal  Employees  Health  Bene- 
fits option  to  supplement  part  B  alone  would  offer  the  same 
benefits  as  now  for  a  higher  premium.  An  option  to  supple- 
ment part  A  alone  would  offer  the  same  benefits  for  about 
the  same  premium.  Stated  differently,  an  option  to  supple- 
ment when  an  individual  has  only  part  A  appears  unneces- 
sary, while  an  option  to  supplement  when  an  individual  has 
only  part  B  would  disadvantage  those  Federal  Employees 
Health  Benefits  enrollees  who  subscribe  to  it. 

Section  1862(c)  requires  that  the  Government's  full  stand- 
ard contribution  to  Federal  Employees  Health  Benefits  Cov- 
erage (as  calculated  annually  under  5  U.S.C.  8906)  be  applied 
to  pay  the  beneficiary's  premium  for  the  supplemental  Fed- 
eral Employees  Health  Benefits  option,  has  part  B  premiums 
or  both,  but  does  not  provide  for  crediting  any  portion  of  the 
Government  Federal  Employees  Health  Benefits  contribu- 
tion toward  the  premium  of  the  employee's  or  annuitant's 
spouse  (or  child)  who  may  be  covered  under  a  Federal  Em- 
ployees Health  Benefits  family  enrollment  but  not  under 
medicare. 

Twelve  additional  options  would  be  needed  under  each  of 
the  46  plans  participating  in  the  Federal  Employees  Health 
Benefits  Program  to  supplement  ( a)  Part  A  of  Medicare,  (b) 
Part  B  of  Medicare,  and  (c)  Parts  A  and  B  of  Medicare,  each 
for  four  family  groupings:  (1)  for  self  only  enrollees,  (2) 
families  where  only  the  dependents  are  rove  red  by  medicare — 
making  over  500  additional  options.  Thus,  the  Federal  Em- 
ployees Health  Benefits  Program  would  be  greatly  compli- 
cated. 
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The  Comptroller  General  offered  an  alternative  to  achieve  coordina- 
tion which  called  for  the  Government  to  simply  pay  Medicare  Part  B 
premiums  for  all  eligible  Federal  Employees  Health  Benefits  enrollees. 
The  Comptroller  General's  report  also  suggested  continuation  without 
change  of  the  existing  system  for  coordinating  the  benefits  of  the  two 
programs. 

After  careful  consideration  of  the  various  alternatives  to  coordinate 
the  benefits  under  medicare  and  the  Federal  Employees  Health  Bene- 
fits program,  the  Committee  on  Ways  and  Means  reported  in  1975  that 
it  "is  not  convinced  that  equity  requires  the  Government  to  substan- 
tially increase  its  expenditures  under  the  two  programs  in  an  effort  to 
accomplish  this." 

The  committee,  therefore,  concluded  that  the  existing  relationship 
between  Medicare  and  the  Federal  Employees  Health  Benefits  Pro- 
gram should  be  maintained.  Public  Law  94-182,  repealed  section  1862 
(c)  of  the  Social  Security  Act  on  December  31,  1975,  bringing  to  a 
close  this  legislative  adventure. 

The  idea  of  better  coordinating  the  benefits  of  Medicare  with  those 
of  the  Federal  Employees  Health  Benefits  Program  was  useful,  and 
obviously  the  House  Committee  on  Ways  and  Means  felt  it  could  be 
done  by  the  mandated  date  of  January  1, 1975,  which  was  over  2  years 
from  the  date  of  enactment.  However,  as  this  entire  issue  was  more 
carefully  studied  by  the  Department  of  Health,  Education,  and  Wel- 
fare and  the  Civil  Service  Commission,  it  became  increasingly  evident 
that  no  easy  method  could  be  found  to  implement  the  legislative  man- 
date. The  Congress,  seeing,  the  futility  of  this  requirement  of  law, 
wisely  repealed  it  rather  than  attempt  the  cumbersome  and  overly 
costly  approach  of  amending  the  Medicare  and  the  Federal  Employees 
Health  Benefits  laws. 

To  avoid  a  recurrence  of  this  type  of  legislative  procedure,  we 
strongly  suggest  a  careful  comprehensive  study  be  undertaken  to 
determine  the  feasibility  of  integrating  the  Civil  Service  Retirement 
System  and  the  Social  Security  System  before  mandating  such  inte- 
gration. 

Conclusion 

The  issues  related  to  mandatory  social  security  coverage  for  Federal 
employees  are  complex  and  cannot  be  properly  and  rationally  resolved 
without  further  study  by  both  the  Executive  Branch  and  the  Congress. 

The  Civil  Service  Commission,  the  Office  of  Management  and  Budg- 
et, and  the  Social  Security  Administration,  must  have  time  to  develop 
and  present  a  feasible  plan  to  Congress  on  how  these  important  policy, 
technical,  and  administrative  problems  can  or  should  be  resolved.  Ma- 
jor changes  in  the  civil  service  retirement  system  have  always  fol- 
lowed adequate  congressional  and  administrative  study.  The  Civil 
Service  Retirement  Act  of  1956  followed  a  comprehensive  study  of  the 
civil  service  retirement  system  and  the  needs  for  refinancing  the  fund. 
The  civil  service  retirement  amendments  of  1969  followed  the  report 
of  the  Cabinet  Committee  on  Federal  Staff  Retirement  Systems  of 
1966. 

Thus,  we  must  necessarily  conclude  that  the  time  has  not  yet  come 
for  coverage  under  social  security  for  Federal  employees.  We  would 
wholeheartedly  concur  that  the  time  has  come  to  conduct  a  complete 
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and  comprehensive  study  of  the  issue.  Upon  completion  of  that  study 
in  1980,  as  recommended  by  this  committee,  when  we  have  found  an- 
swers to  the  many  important  policy  issues,  to  both  the  substantive  and 
technical  problems  which  must  be  resolved  first,  then  the  Congress  can 
make  a  reasoned  and  accurate  judgment  on  the  question. 

Anyone  remotely  familiar  with  the  complexities  of  retirement  sys- 
tems understands  that  this  study  must  necessarily  be  a  condition 
precedent  to  any  satisfactory  integration  of  the  different  systems  in- 
volved. To  enact  legislation  disrupting  the  largest  staff  retirement 
system  in  the  country  without  first  laying  a  firm  foundation  for  how 
the  conversion  can  be  made  would  be  totally  irresponsible. 

Analysis  of  Committee  Amendment 

The  committee  amendment  strikes  all  of  the  provisions  of  section 
301  of  H.K.  9346,  as  reported  by  the  Committee  on  Ways  and  Means, 
and  substitutes  an  entirely  new  text  for  those  provisions.  Section  301, 
as  reported  by  the  Ways  and  Means  Committee,  provides  for  manda- 
tory coverage  of  Federal  employees  within  the  old-age,  survivors,  and 
disability  insurance  system  lbeginning  in  January  1982.  The  section 
also  requires  the  Secretary  of  Health,  Education,  and  Welfare,  in  con- 
sultation with  the  Civil  Service  Commission,  to  undertake  a  detailed 
study  of  how  best  to  coordinate  the  benefits  of  the  civil  service  retire- 
ment system  and  those  of  the  social  security  system.  In  addition,  sec- 
tion 301  calls  for  a  study  of  how  best  to  coordinate  the  Medicare  pro- 
gram and  the  Federal  Employees  Health  Benefits  program.  A  report 
on  the  results  of  the  two  studies,  together  with  a  detailed  plan  for 
coordinating  the  benefits  under  the  two  systems,  must  be  submitted 
to  the  Congress  no  later  than  January  1, 1980. 

As  amended  by  this  committee,  section  301  of  H.E.  9346  does  not 
provide  for  mandatory  coverage  of  Federal  employees  under  social 
security  but  requires  that  a  comprehensive  study  concerning  such  cover- 
age be  undertaken  and  completed  within  two  years  after  the  date  of 
the  enactment  of  the  legislation. 

Specifically,  subsection  (a)  of  section  301  provides  that  the  Chair- 
man of  the  Civil  Service  Commission,  the  Secretaries  of  the  Treasury 
and  Health,  Education,  and  Welfare,  and  the  Director  of  the  Office 
of  Management  and  Budget,  shall  jointly  conduct  a  detailed  study  with 
respect  to  the  coverage  of  Federal  employees  under  the  old-age,  sur- 
vivors, and  disability  insurance  system.  The  committee  intentionally 
has  refrained  from  designating  a  lead  agency  for  purposes  of  the 
study  and  believes  that  the  four  agency  heads  are  in  the  best  posi- 
tion to  decide  which  agency  should  have  the  overall  responsibility  for 
directing  and  coordinating  the  study. 

Subsection  (b)  of  section  301  sets  forth  specific  matters  which  must 
be  included  in  the  joint  study.  (This  listing  should  not  preclude  the 
consideration  of  other  matters  deemed  appropriate  by  the  four  agency 
heads.) 

First,  paragraph  (1)  of  subsection  (b)  provides  that  the  joint  study 
must  include  a  review  of  the  methods  by  which  full  coverage  of  Fed- 
eral employees  under  social  security  could  be  attained.  By  "full  cov- 
erage" this  committee  means  coverage  of  all  Federal  emploj^ees  for  all 
purposes  within  the  old-age,  survivors,  and  disability  insurance  sys- 


13 


tern.  H.R.  9346,  as  reported  by  the  Committee  on  Ways  and  Means, 
would  mandate  such  full  social  security  coverage  for  Federal  employ- 
ees beginning  in  1982,  This  committee  believes  that  the  various  meth- 
ods of  attaining  such  full  coverage  should  be  carefully  explored  so  that 
the  Congress  will  have  a  sound  basis  for  determining  whether  full  cov- 
erage of  Federal  employees  is  feasible  and,  if  so,  how  can  it  best  be 
effected. 

For  example,  one  method  of  accomplishing  social  security  coverage 
of  Federal  employees  might  be  to  offset  their  Federal  employee  retire- 
ment system  benefits  when  they  become  eligible  for  social  security  bene- 
fits. Another  method  might  involve  restructuring  the  various  Federal 
employee  retirement  systems  so  as  to  supplement  social  security 
benefits. 

Paragraph  (2)  of  subsection  (b)  provides  that  for  each  method  of 
attaining  full  coverage  of  Federal  employees  under  social  security  the 
study  must  include  an  analysis  of  all  of  the  adjustments  which  would 
be  necessary  to  effect  such  coverage.  This  analysis  must  include  not  only 
the  necessary  adjustments  to  the  social  security  system,  but  those  that 
would  be  required  for  the  civil  service  retirement  system  and  the  other 
principal  Federal  employee  retirement  systems  that  would  be  af- 
fected, such  as  the  foreign  service,  the  Central  Intelligence  Agency, 
the  District  of  Columbia,  and  the  system  covering  Federal  judges. 

In  particular,  the  committee  believes  that  the  joint  study  should 
focus  on  the  adjustments  under  each  method  that  would  be  necessary  in 
the  age,  service,  and  other  eligibility  requirements  for  benefits  under 
the  various  systems.  Among  the  Federal  employee  retirement  svstems 
and  the  social  security  system  there  is  a  wide  variety  of  eligibility 
requirements  for  voluntary,  involuntary  and  disability  retirement, 
death  benefits,  and  survivor  benefits.  (For  example,  some  Federal  em- 
ployees may  retire  as  early  as  age  50  if  they  have  completed  20  years 
of  service.)  Subparagraph  (A)  of  subsection  (b)  (2)  requires  an 
analysis  of  the  necessary  adjustments  in  eligibility  requirements  and 
subparagraph  (B)  requires  a  similar  analysis  of  the  adjustments  that 
would  be  necessary  in  the  nature  and  level  of  disability,  death,  and 
survivor  benefits.  This  analysis  should  take  into  consideration  all  of 
the  benefits  which  are  provided  under  Federal  employee  disability  and 
retirement  systems,  such  as  lump-sum  refunds,  cost-of-living  adjust- 
ments, Federal  employee  compensation  benefits,  and  related  factors 
such  as  income  limitations  and  the  taxability  of  benefits. 

Paragraph  (3)  of  subsection  (b)  requires  that  the  joint  study  in- 
clude a  comparison  of  the  financial  aspects  of  each  method  of  attaining 
full  social  security  coverage  of  Federal  employees.  Subparagraph  (A) 
of  paragraph  (3)  requires  a  comparison  of  the  adjustments  in  con- 
tributions which  would  be  required  under  each  method.  Federal  em- 
ployees under  the  civil  service  retirement  system  now  contribute 
seven  percent  of  their  pay  to  the  retirement  fund.  A  matching  con- 
tribution is  made  by  the  Government.  Under  H.R.  9346,  the  social 
security  contribution  rate  also  will  reach  seven  percent  by  1990.  Can 
Federal  employees  be  expected  to  fully  contribute  to  both  systems? 
The  adjustments  in  such  contribution  rates  and  the  sources  of  such 
contributions  must  be  thoroughly  considered  in  connection  with  each 
method  of  bringing  Federal  employees  under  social  security. 
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Subparagraph  (B)  of  paragraph  (3)  requires  an  analysis  of  the 
adjustments  which  would  be  required  under  each  method  in  the 
manner  in  which  benefits  are  financed  under  the  various  Federal  em- 
ployee retirement  systems  and  under  the  social  security  system.  Social 
security  benefits  are  financed  entirely  by  employer-employee  contribu- 
tions. Civil  service  retirement  benefits  are  financed  through  a  combina- 
tion of  contributions  and  appropriations.  It  will  be  important  to  know 
what  adjustments  in  these  financing  methods  will  be  necessary.  Also, 
consideration  must  be  given  to  the  manner  in  which  existing  benefits 
for  those  who  have  already  retired  will  continue  to  be  financed. 

Most  significant  is  the  requirement  of  subparagraph  (C)  of  para- 
graph (3)  that  the  joint  study  must  include  an  analysis  of  the  effects 
of  each  method  of  attaining  full  social  security  coverage  on  the  solv- 
ency of  the  retirement  systems  involved. 

Paragraph  (4)  of  subsection  (b)  requires  the  joint  study  to  include 
an  analysis  of  the  effects  of  each  method  of  social  security  coverage  for 
Federal  employees  on  (A)  the  recruitment  and  retention  of  Federal 
employees;  (B)  other  employee  benefits,  such  as  health  benefits  for 
retirees;  and  (C)  Federal,  State,  and  local  income  tax  systems.  The 
committee  believes  that  all  of  these  matters  warrant  careful  considera- 
tion. The  civil  service  retirement  system,  as  well  as  most  other  em- 
ployee retirement  systems,  has  been  carefully  developed  and  improved 
over  many  years  and  plays  a  vital  role  in  the  recruitment  and  retention 
of  competent  workers.  The  Congress  should  know  what  effects  any 
adjustments  in  civil  service  retirement  benefits  or  other  Federal  em- 
ployee retirement  benefits  will  have  on  the  recruitment  and  retention 
of  talented  people.  Since  social  security  beneficiaries  are  eligible  for 
Medicare  benefits,  it  would  appear  that  some  adjustments  would  have 
to  be  made  in  the  Federal  Employees  Health  Benefits  program  which 
covers  most  Federal  retirees.  The  effects  of  social  security  coverage  on 
this  program  and  on  any  other  Federal  employee  benefits  program 
need  to  be  studied.  Finally,  since  civil  service  retirement  benefits  are 
fully  taxable  and  social  security  benefits  are  not,  any  method  of  inte- 
grating or  coordinating  the  two  systems  will  most  likely  have  a  signifi- 
cant impact  on  Federal,  State,  and  local  income  tax  systems.  The  Con- 
gress should  be  aware  of  the  magnitude  of  such  impact  before  reach- 
ing a  final  decision  on  this  subject. 

Paragraph  (5)  of  subsection  (b)  requires  the  joint  study  to  include 
a  review  of  the  methods  by  which  partial  coverage  of  Federal  em- 
ployees under  the  social  security  system  could  be  attained.  Partial 
coverage  would  cover  alternatives  such  as  (1)  extending  social  security 
coverage  only  to  new  Federal  employees;  (2)  extending  social  secu- 
rity coverage  only  to  certain  classes  of  Federal  employees;  or  (3) 
covering  all  Federal  employees  under  the  social  security  system  but 
only  for  certain  purposes,  such  as  disability  and  survivors'  benefits. 
In  reviewing  each  method  of  partial  coverage,  paragraph  (5)  requires 
that  consideration  be  given  to  al1  of  the  factors  described  in  paragraphs 
(2),  (3),  and  (4)  of  subsection  (b),  discussed  above. 

Paragraph  (6)  of  subsection  (b)  provides  that  the  joint  study  shall 
include  a  review  of  alternatives  to  providing  coverage  (either  full  or 
partial)  of  Federal  employees  under  the  social  security  system  which 
would  improve  the  solvency  of  that  system.  The  committee  believes 
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that  there  may  be  ways  of  improving  the  financial  status  of  the  social 
security  system  other  than  by  extending  coverage  to  Federal  em- 
ployees. These  alternatives  must  be  considered  in  the  event  coverage  of 
Federal  employees  proves  to  be  infeasible, 

Obviously,  any  decision  to  extend  social  security  coverage  to  Fed- 
eral employees  will  have  a  substantial  impact  on  present  employees, 
retirees,  and  on  the  various  Federal  employee  retirement  systems. 
Therefore,  subsection  (b)  provides  that  in  connection  with  the  joint 
study,  representatives  of  Federal  employees  and  retirees  and  the  heads 
of  agencies  which  administer  the  various  Federal  employee  retirement 
systems  shall  be  allowed  to  submit  views  and  data.  In  addition,  other 
parties  which  have  a  significant  interest  in  this  matter  should  be 
allowed  to  submit  their  views  and  pertinent  data. 

Subsection  (c)  of  section  301  provides  that  upon  completion  of  the 
joint  study  (but  in  any  event  no  later  than  two  years  after  the  enact- 
ment of  the  legislation)  the  four  agency  heads  shall  submit  a  joint 
report  on  the  results  of  the  study  together  with  their  recommendations. 
The  report  shall  be  submitted  to  the  President  and  to  the  appropriate 
committees  of  each  House  of  the  Congress.  As  discussed  above,  subsec- 
tion (b)  requires  a  review  of  the  various  methods  by  which  full  cov- 
erage and  partial  coverage  of  Federal  employees  under  social  security 
could  be  attained.  The  report  to  be  submitted  under  subsection  (c) 
should  include  the  detailed  findings  of  the  joint  study  with  respect  to 
each  method  of  coverage  and,  particularly,  the  results  of  the  analyses 
and  comparisons  required  by  paragraphs  (2),  (3),  and  (4)  of  subsec- 
tion (b).  Subsection  (c)  further  provides  that  any  recommendations 
included  in  the  joint  report  shall  be  accompanied  by  draft  legislation 
if  such  recommendations  would  require  changes  in  existing  statutes. 

Subsection  (d)  of  section  301  requires  that  the  joint  study  conducted 
under  subsection  (b)  and  the  joint  report  submitted  under  subsection 
(c)  include  at  least  one  method  of  extending  social  security  coverage 
to  Federal  employees  which  will  result  in  a  program  of  benefits  that, 
overall,  are  no  less  favorable  than  the  benefits  which  are  then  cur- 
rently available  to  such  employees  under  the  Federal  employee  re- 
tirment  systems.  In  addition,  this  method  of  coverage  must  assure 
that  the  contributions  required  of  Federal  employees  will  be  no  greater 
than  the  contributions  then  currently  required  of  such  employees 
under  their  Federal  employee  retirement  systems. 

The  committee  realizes  that,  in  view  of  the  many  differences  ^in 
benefits  that  exist  between  the  Federal  employee  retirement  systems 
and  the  social  security  system,  it  would  be  impossible  to  develop  a 
method  which  extends  social  security  coverage  to  Federal  employees 
but,  at  the  same  time,  preserves  each  and  every  benefit  available  to 
employees  under  the  various  Federal  employee  retirement  systems. 
Such  a  matching  of  benefits  is  not  intended  by  the  committee  under 
subsection  (d) .  Rather,  the  committee  contemplates  a  method  of  social 
security  coverage  which  results  in  a  oackage  of  retirement,  disability 
and  survivor  benefits  that,  on  the  whole,  compare  favorably  to  those 
provided  Federal  employees  under  their  existing  retirement  systems. 

Subsection  (e)  of  section  301  defines  the  term  "Federal  employee" 
for  purposes  of  that  section.  The  term  is  defined  as  meaning  (1)  an 
employee  as  defined  in  section  2105  of  title  5,  United  States  Code 
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(which  includes  most  officers  nad  employees  appointed  to  positions  in 
the  three  branches  of  the  Federal  Government)  ;  (2)  an  officer  or 
employee  of  the  Postal  Service  or  of  the  Postal  Eate  Commission ;  and 
(3)  any  other  individual  in  the  employ  of  the  United  States  or  any 
instrumentality  of  the  United  States.  As  so  defined,  the  term  "Federal 
employee"  is  intended  to  cover  any  individual  that  has  an  employer- 
employee  relationship  with  the  United  States  or  any  instrumentality 
thereof. 

The  remaining  committee  amendments  are  conforming  amendments 
necessitated  by  the  committee  amendment  to  section  301  of  the  bill. 

Cost 

It  is  the  view  of  the  committee  that  the  study  and  report  which  are 
required  under  its  amendment  to  H.E.  9346  can  be  completed  without 
any  significant  additional  cost  to  the  Government.  In  addition,  the 
committee  amendment  makes  no  changes  in  existing  law  but  merely 
continues  existing  law  with  respect  to  the  exclusion  of  Federal  em- 
ployees from  social  security  coverage.  Accordingly,  the  enactment  of 
the  amendment  to  H.E.  9346,  as  proposed  by  this  committee,  should 
not  result  in  any  additional  cost  to  the  Government. 

By  letter  of  October  14,  1977,  Chairman  Nix  requested  that  a  cost 
estimate  be  furnished  by  the  Congressional  Budget  Office  pursuant 
to  section  403  of  the  Congressional  Budget  Act.  The  short  period  of 
time  allowed  under  the  terms  of  the  sequential  referral,  however,  pre- 
cluded the  Congressional  Budget  Office  from  providing  the  requested 
cost  estimate  in  time  to  be  included  in  the  committee  report  on  H.E. 
9346. 

U.S.  House  of  Eepresentatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  D.C.,  October  U,  1977. 

Dr.  Alice  M.  Eivlin, 

Director,  Congressional  Budget  Office,  House  of  Representatives, 
Washington,  D.C. 

Dear  Dr.  Eivlin  :  On  October  13,  1977,  our  committee  ordered  re- 
ported H.E,  9346  ("Social  Security  Financing  Amendments  of  1977") 
with  an  amendment,  a  copy  of  which  is  enclosed. 

The  committee  amendment  strikes  out  those  provisions  of  H.E. 
9346,  as  reported  by  the  Committee  on  Ways  and  Means,  which  would 
require  mandatory  social  security  coverage  for  Federal  employees 
effective  January  1982,  and  those  provisions  relating  to  a  study  by  the 
Secretary  of  Health,  Education,  and  Welfare. 

\  In  lieu  of  those  provisions,  our  amendment  calls  for  a  joint  study 
to  be  conducted  by  the  Chairman  of  the  Civil  Service  Commission, 
;  the  Secretaries  of  the  Treasury  and  Health,  Education,  and  Welfare, 
and  the  Director  of  the  Office  of  Management  and  Budget.  Although 
the  study  is  to  be  comprehensive,  it  is  the  view  of  this  committee  that 
the  four  agencies  will  be  able  to  conduct  the  study  with  existing 
personnel  and  without  any  significant  additional  cost  to  the 
Government. 
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However,  in  accordance  with  section  403  of  the  Congressional 
Budget  Act  of  1974,  I  would  appreciate  your  estimate  of  the  costs,  if 
any,  which  would  be  incurred  in  carrying  out  the  provisions  of  the 
committee  amendment. 

Your  staff  may  contact  Bob  Lockhart  for  any  additional  informa- 
tion relating  to  this  matter. 
Sincerely, 

Robert  N.  C.  Nix,  Chairman. 

Enclosures. 

Oversight 

Under  the  House  rules  the  Committee  on  Post  Office  and  Civil 
Service  is  vested  with  legislative  and  oversight  jurisdiction  of  the 
subject  matter  covered  by  the  committee  amendment.  The  committee 
received  no  report  of  oversight  findings  or  recommendations  from 
the  Committee  on  Government  Operations  pursuant  to  clause  4(c)  (2) 
of  House  Rule  X. 

Inflationary  Impact  Statement 

Pursuant  to  clause  2(1)  (4)  of  House  Rule  XI  the  committee  has 
concluded  that  the  enactment  of  the  committee  amendment  to  H.R. 
9346  will  have  no  inflationary  impact  on  the  national  economy.  This 
conclusion  is  based  on  the  fact  that  this  committee's  amendment  to 
H.R.  9346,  as  reported  by  the  Committee  on  Ways  and  Means,  makes 
no  change  in  existing  law. 

Pertinent  Correspondence 

Set  forth  below  are  the  letters  from  Chairman  Robert  N.  C.  Nix  to 
Chairman  Al  Ullman  concerning  this  committee's  concern  with  re- 
spect to  H.R,  9346  and  Chairman  Nix's  letters  to  the  Speaker  request- 
ing sequential  referral  of  H.R.  9346. 

U.S.  House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  D.C.,  September  29, 1977. 

Hon.  Al  Ullman, 

Chairman,  Committee  on  Ways  and  Means,  U.S.  House  of  Representa- 
tives, Washington,  D.C. 

Dear  Mr.  Chairman  :  Section  301  of  H.R.  9346  extends  the  Social 
Security  Act  to  employees  of  the  United  States  who  are  covered  by 
other  Federal  retirement  systems  effective  December,  1979.  Because  the 
pay,  fringe  benefits,  and  employment  policies  of  the  Government  gen- 
erally for  Federal  employees  come  within  the  jurisdiction  of  the  Com- 
mittee on  Post  Office  and  Civil  Service,  I  am  writing  to  express  my 
deep  concern  about  the  effect  of  this  proposal  as  well  as  to  state  the 
committee's  responsibility  for  jurisdiction  over  the  issue. 

Unless  advocates  of  this  proposal  merely  wish  to  provide  more 
money  for  Federal  employees  during  their  retirement  the  apparent 
reasons  for  extending  coverage  to  Federal  employees  would  be  to  ac- 
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quire  the  $43  billion  assets  of  the  Civil  Service  Retirement  and  Disa- 
bility Fund  (as  of  July  30,  1976)  and  to  plan  some  future  merger  of 
the  systems  and  reduce  the  combined  benefits.  I  object  on  both  grounds. 
First,  the  financial  problems  of  the  Social  Security  Fund  would  not  be 
resolved  by  acquiring  the  assets  of  the  Civil  Service  Retirement  and 
disability  Fund :  along  with  the  $43  billion  assets,  the  retirement  fund 
has  an  unfunded  liability  of  $107  billion.  Second,  unlike  social  secur- 
ity, the  Civil  Service  Retirement  System  is  designed  to  sustain  the  pur- 
chasing power  of  a  career  Federal  employee  at  a  respectable  level 
after  30  years  of  more  of  Federal  service.  Career  staff  retirement  sys- 
tems should  not  be  combined  with  social  security. 

Current  civilian  pay  exceeds  $45  billion  annually.  Assuming  a  mod- 
est 6  percent  increase  in  Federal  salaries,  the  Government  (employer) 
contribution  to  the  Social  Security  Fund  for  Federal  employees  would 
require  an  additional  budgetary  outlay  of  at  least  $2.6  billion  in  1980 
if  section  301  is  approved.  Federal  employees,  who  now  pay  7  percent 
of  their  gross  salary  for  retirement  benefits,  would  pay  an  additional 
5.1  percent  in  1980.  An  employee  earning  $12,000  a  year  would  pay 
$1,440  or  12  percent  of  his  total  earnings,  for  social  security  and  civil 
service  retirement  coverage. 

Employees  and  employee  organizations  have  expressed  strong  oppo- 
sition to  social  security  coverage  at  this  time,  and  our  committee  has 
no  plans  to  consider  legislation  combining  civil  service  retirement  with 
any  other  annuity  program  during  the  95th  Congress. 

I  would  appreciate  your  making  these  views  known  to  the  commit- 
tee members. 

Sincerely, 

Robert  N.  C.  Nix,  Chairman. 


U.S.  House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  B.C.,  October  4,  1977. 
Hon.  Thomas  P.  O'Neill,  Jr., 
The  Speaker,  U.S.  House  of  Representatives, 
'Washington,  B.C. 

Dear  Mr.  Speaker,:  The  Committee  on  Ways  and  Means  is  pres- 
ently considering,  and  expects  to  report  this  week,  H.R.  9346,  the 
Social  Security  Financing  Amendments  of  1977.  Section  301  of  that 
bill  would  extend  coverage  of  the  Social  Security  Act  to  Federal  em- 
ployees, effective  December,  1981. 

As  you  know,  under  House  Rule  X(o)  (5)  this  committee  has  juris- 
diction over  all  legislative  matters  relating  to  the  "status  of  officers 
and  employees  of  the  United  States,  including  their  compensation, 
classification,  and  retirement".  While  it  is  argued  that  section  301  does 
not  change  or  alter  the  existing  civil  service  retirement  system,  and 
technically  this  is  true,  section  301,  if  enacted,  would  clearly  require 
this  committee  to  take  some  action  to  merge  the  civil  service  retirement 
system  with  the  social  security  system.  Failure  of  this  committee  to 
take  some  action  prior  to  the  1982  "universal  coverage"  effective  date 
would  result  in  the  absurd  situation  of  Federal  employees  being  cov- 
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ered  by  two  separate  (and  totally  unrelated)  systems  and  would  re- 
quire both  the  Federal  employee  and  the  Federal  Government  to  con- 
tribute to  both  systems. 

I  have  detailed  this  committee's  objections  with  respect  to  the  merits 
of  section  301  in  a  letter  of  September  29  to  Chairman  Ullman  (copy 
encoised).  I  think  it  is  clear  that  section  301,  although  technically  not 
amending  or  altering  the  civil  service  retirement  system,  does  clearly 
and  dramatically  mandate  changes  in  that  system.  Also,  providing 
social  security  coverage  for  Federal  employees  in  fact  establishes  a 
new  retirement  system,  that  is,  social  security,  for  those  employees. 

The  Committee  on  Ways  and  Means  has  explicitly  recognized  that 
"universal  coverage"  will  require  changes  in  the  civil  service  retire- 
ment law  and  has  in  fact  provided  for  a  Commission  to  study  and 
report  back  in  1980  what  changes  are  necessary.  It  seems  to  me  that 
such  an  approach,  that  is,  mandating  a  change  and  then  attempting  to 
find  a  means  to  accomplish  the  change  is  putting  the  cart  before  the 
horse. 

Such  matters  are  under  the  jurisdiction  of  this  committee,  and  ac- 
cordingly, should  H.R.  9346  be  reported  with  section  301  intact,  I  re- 
spectively request  that  it  be  sequentially  referred  to  this  committee 
for  a  period  of  time  sufficient  for  this  committee  to  consider  the  merits 
of  that  portion  of  the  legislation  which  pertains  to  this  committee's 
jurisdiction. 

With  kindest  regards, 
Sincerely, 

Robert  N.  C.  Nix,  Chairman. 


U.S.  House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  B.C.,  October  5, 1977. 

Hon.  Thomas  P.  O'Neill,  Jr., 

The  Speaker,  U.S.  House  of  Representatives, 

Washington,  B.C. 

Dear  Mr.  Speaker  :  This  is  in  further  reference  to  my  letter  of  Octo- 
ber 4  regarding  H.R.  9346. 

At  a  meeting  of  the  caucus  of  the  Democratic  Members  of  the  Post 
Office  and  Civil  Service  Committee  held  today,  it  was  decided  unani- 
mously to  send  you  this  letter,  cosigned  by  all  the  majority  members 
of  the  committee,  as  well  as  most  of  the  minority  members,  to  urge  you 
once  again  to  sequentially  refer  H.R.  9346  to  this  committee. 

We  want  to  make  it  dear  that  it  is  not  our  intention  to  cause  any 
delay  in  the  timetable  for  consideration  of  this  bill  by  the  House.  In 
this  regard,  we  understand  that  the  timeframe  for  a  sequential  referral 
would  be  governed  by  that  fact.  If  it  is  necessary  that  the  bill  be  con- 
sidered in  this  session,  thus  permitting  only  limited  time  for  referral, 
we  assure  you  that  we  would  act  expeditiously.  If,  however,  it  is 
planned  not  to  schedule  this  bill  until  the  next  session,  we  respectfully 
suggest  a  referral  until  early  next  January  so  that  the  committee  can 
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conduct  hearings  and  follow  the  normal  and  orderly  legislative  process. 

In  any  event,  the  committee  is  of  the  unanimous  opinion  that  the 
action  taken  by  the  Ways  and  Means  Committee,  relating  to  manda- 
tory social  security  coverage  for  Federal  employees  and  integration  of 
the  civil  service  retirement  and  social  security  systems,  grossly  in- 
fringes upon  a  major  portion  of  this  committee's  jurisdiction.  The 
ramifications  of  section  301  of  H.R.  9346  are  of  major  and  perhaps 
tragic  proportions  to  Federal  employees  and  the  civil  service  retire- 
ment system,  and  such  a  matter  should  not  be  acted  on  by  the  House 
without  full  input  by  this  committee. 

If  the  committee  structure  in  the  House  is  to  work  as  the  House 
Rules  intend  it  to,  we  believe  it  is  imperative  that  the  bill  be  sequen- 
tially referred  to  this  Committee  for  appropriate  action. 
With  kind  personal  regards, 
Sincerely  yours, 

Robert  N.  S.  Nix,  Chairman ;  Pat  Schroeder ;  Gladys  Spell- 
man;  William  L.  Clay;  Richard  C.  White;  Bill  Leh- 
man; William  D.  Ford;  Charles  Wilson;  Stephen 
Solarz;  Mo  Udall;  Herbert  E.  Harris  II;  Leo  J. 
Ryan;  Jim  Hanley;  Ralph  H.  Metcalfe;  Cee  Hertel; 
Jim  Howard;  Michael  O.  Myers;  Trent  Lott;  Jim 
Leach;  Tom  Corcoran;  John  H.  Rousselot;  Gene 
Taylor;  Edward  J.  Derwinski. 

Administration  Views 

Set  forth  below  is  a  letter  from  the  Chairman  of  the  Civil  Service 
Commision  expressing  the  Administration's  views  with  respect  to  H.R. 
9346,  and  supporting  the  approach  taken  by  this  committee's  amend- 
ment to  that  bill. 


U.S.  Civil  Service  Commission, 

Washington,  B.C. 

Hon.  Robert  N.  C.  Nix, 

Chairman,  Committee  on  Post  Office  and  Civil  Service,  House  of 
Representatives,  Washington,  B.C. 
Dear  Mr.  Chairman  :  The  Civil  Service  Commission  has  carefully 
reviewed  the  action  taken  by  the  Ways  and  Means  Committee  to  in- 
clude in  H.R.  9346,  the  "Social  Security  Financing  Amendments  of 
1977,"  a  provision  which  mandates  social  security  coverage  for  Fed- 
eral employees  beginning  January  1,  1982  and  requires  the  Secretary, 
Health,  Education,  and  Welfare  in  consultation  with  the  Civil  Serv- 
ice Commission  to  prepare  a  detailed  study  of  methods  for  integrating 
the  Civil  Service  Retirement  system  with  social  security  by  January  1, 
1980.  We  are  concerned  about  this  provision  as  we  believe  that  a  step 
of  this  magnitude  and  complexity  requires  a  thorough  study  of  the 
benefits  and  financing  of  each  system,  full  consideration  of  a  range  of 
methods  for  integrating  the  systems,  and  perhaps  most  importantly 
specific  recommendations  and  proposals  for  a  "phase-in"  or  transition 
period  to  protect  the  integrity  of  the  systems  and  the  equity  of  the 
individual's  rights  and  benefits  under  each  system. 


21 


While  such  a  study  is  broader  than  that  provided  in  H.E.  9346,  we 
believe  that  it  could  be  completed  within  the  time  frame  required  by 
the  bill.  We  strongly  believe  that  such  a  study  is  the  necessary  first  step 
before  establishing  the  timing  of  mandatory  coverage. 

We  are  not  opposed  to  the  concept  of  mandatory  social  security 
coverage  for  Federal  employees.  However,  the  Commissioners  as 
trustees  of  the  Civil  Service  Retirement  Fund  have,  by  law,  an 
obligation  to  assure  that  contractual  interests  of  current  and  former 
employees  in  the  retirement  fund  are  protected.  Similarly  the  Com- 
mission believes  we  must  have  a  total  compensation  package  which 
enables  the  Government  to  attract  and  retain  personnel. 

We  believe  it  is  important  that  any  changes  in  the  Civil  Service 
retirement  system  keep  those  objectives  in  mind. 

The  Office  of  Management  and  Budget  advises  that  from  the  stand- 
point of  the  Administration's  program  there  is  no  objection  to  the  sub- 
mission of  this  letter. 

Please  let  us  know  if  there  is  anything  we  can  do  to  assist  your 
committee's  review  of  this  important  matter. 
Sincerely  yours, 

Alan  K.  Campbell,  Chairman. 
Changes  in  Existing  Law 

Since  the  amendment  proposed  by  this  committee  makes  no  changes 
in  existing  law,  the  requirements  of  clause  3  of  House  Rule  XIII  are 
inapplicable  to  this  report. 
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